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A REJECTED LETTER ON INDIAN
FINANCE.

Sir,

The general idea of the state of Indian finance

appears to me to be so directly contrary to the actual

facts of the case that I trust you will allow me to bring

the following figures before the public through your

columns. To form a clear judgment of the matter we

must surely keep perfectly distinct these items :

—

1st—Ordinary current necessary revenue and expenditure,

not including opium, which is not paid by India.

2nd—Capital invested in permanent Public Works
;

first,

those directly remunerative in money returns, as

railways
;
and second, those of which no accounts

are kept of money returns, as defence works,

roads, &c.

* To mix together in one account these totally and

essentially distinct things must necessarily leave us

without clear conclusions as to the state of things. A
merchant does not mix up his personal expenses and his

mercantile adventures.

Now surely the first question is, are the necessary

current receipts and expenses in a healthy state as shewn

in a series of years ?

The receipts for 1881 and 1891 are as follows, in

millions of ten rupees
;
taking the nearest half million :
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1881. 1891.

l^^ndi ... ... ... ... ... 21 ... ... 24

^^alt ... ... ... ... ... 7 ... ... 8

Stamps 3 ... ... 4

lixcise ... ... ... ... ... 3 ... ... 5

Other principal items #2 • • • 8|

Post Office and Telegraph ... 11
J. 2 • • • ... 2f

Civil Departments u ... ... 1|

Miscellaneous 1 ... ... 1

Buildings and Roads L
2 * •

'

1
... 2

Military Department receipts 1 ... ... 1

Increase—9 million x rupees.

47 56

Expenditure for 1881 and 1891
1

•
•

\

1881. 1891.

Direct demands VO • • • .. 7

Interest ^ ... ... 4

Post Office, &c 2 ... ...

Civil expenses 11 ... ... 13f
Miscellaneous—civil 4f ... • • •

Army 22f ... ... 21

50 52|

Increase—2-i millions, or the current revenue has

increased, in the ten years, millions more than the

expenditure, and the receipts for 1891 exceed those for

1881 hy 9 millions.

Thus the main point of all is entirely satisfactory.

These various items include the loss on exchange
due to each.

Next as to the Public Works account. Remunerative
works—Receipts

:

1881. 1891.

Railways

Irrigation

Qi
... ... ^2 ***

... ... ^2 ***

... 17

... 2|

11 19f

Increase—8| millions in ten years.

Expenditure

:

1881. 1891.

Railways

Irrigation

10^... ... ^ ...

O
... ... ...

... 18

... 3

12i 21

Increase—8| millions, or the same as in the receipts,

with a great increase of new lines open yielding as yet

only partial returns.

The loss on the first year being 1| millions, and in

the second If, in spite of the great increase of the loss

by exchange, which on the whole of the finance was, in

1881, 3 millions, and in 1891, 7 millions.

As to the non-remunerative Public Works; buildings,

roads, &c., the capital and current expenses together were

4f millions in 1881, and 6 millions in 1891, for the

returns do not separate the two—capital and expenses.

But the whole of this is charged to revenue.

Now the result of the remunerative works is also

perfectly satisfactory, in spite of the two things, the

great additional extent of works with, as yet, undeveloped

returns, and the great increase of the loss by exchange.

The works are in fact returning 4 per cent., while only a

small portion of them is in anything like full operation,

so that it is certain another ten years will greatly increase

the proportion of returns.

There remain the great points of the indebtedness of

India and its weight of taxation. The total so-called
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debt is 215 million x rupees; that is confounding together

the real debt and the invested capital. The capital

invested in railways and irrigation is no less than 177

millions, leaving an actual debt of only 38 million rupees,

and this leaving out of account the vast property in

permanent works, paid for out of revenue, that make no
direct returns in the accounts, and this certainly vastly

exceeds this debt of 38 millions, so that in fact the actual

property of the Grovernment far exceeds the whole nominal

debt. The revenue proper is 61 millions, so that this

debt is not two-fifths of one year’s income. Compare this

with England’s debt of 700 millions of pounds, equal to

nearly 1000 millions of ten rupees, and to eight years’

revenue—20 times as much proportionally. The true

remedy for India is no longer to make her pay out of

revenue what does not belong to current expenses.

To maJce the present generation pay for permanent
works while they have only a life interest in them is both

unnecessary and unjust. It is said that 4 millions are to

be expended this year on railways and canals out of

revenue, besides as last year 6 millions on roads and
buildings, and half a million on defence works. Allowing

3 out of the six millions to be the cost of repairs, &c., this

would leave 7 millions unjustly levied from the present

population for these purposes of permanent improvement.

And with respect to the weight of taxation per head
on the people, the total amount of tax on our people,

deducting one-fourth of the salt tax which is paid by
those of the native states also, and the Post Office, &c.,

receipts, to which no tax is added, is 48 million rupees,

equal to 2^ rupees per head, or 40 pence, against 84
million pounds paid in this country by 38 millions, or

£2 4^. per head—14 times as much; but allowing 2^ to 1

*

•'I

M

I

for tbe difference in the value of money in the two
countries, 5^ to 1.

I am fully persuaded that India is the least indebted

and the lightest taxed of all countries in the world that

have settled governments, and most certainly it has by
far the wisest, most just, and most merciful rule in the

world, ensuring perfect peace from Persia to Borneo, to

290 millions (an entirely new thing in the earth), one-

fifth of its whole population. All that is now wanted is

that the Indian Government should have an annual loan

of 5 or 6 millions at least to cover all Public Work
expenditure, and supply the place of the opium revenue,

which it is clear now that England has determined to

abolish. Government has prohibited its culture in all

but two districts out of some 200, and nothing is now
necessary but to forbid it in those two, and in the native

states.

In judging of the weight of taxation in India we-

must also take into account the vast benefits of our great

Public Works. The railways’ gross receipts are 17

million x rupees, and the old modes of carriage would cost

at least three times that, so there is a saving of 34
million x rupees by them

;
and the irrigation increases the

produce by 20 rupees an acre, giving 16 million x rupees •

on 8 million acres, together 50 millions
;
or by these two

things alone a saving of more than the whole taxation,

and this beside all the multiplied benefits from other

works, and by the Post OflBce, &c.—delivering a letter at

2000 miles distance for a penny for instance.

8o that certainly if we had abolished all taxation and
not spent 300 millions on Public Works, India would have

been immensely poorer than she is now. When we look

carefully into the matter, we must be confounded at the
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’ v^onderful work that God has wrought for these hundreds

( if millions by our hands, fulfilling that word, “ the wolf

i ind the lamb shall feed together, and a little child shall

ead them,” as we see before our eyes. So that India no

! onger requires a man, a Hastings, a Bentinck, a Dalhousie,

)ut a child in the way of Governor General is suflBcient

‘ o prevent this dozen of races and half-dozen of religions

Torn tearing one another to pieces, as they had done for

thousands of years. And this, as was wisely observed,

because the foundations of our power were so soundly

aid in justice and mercy that it is astonishing how little

nischief a poor Governor General can do, as we have

I ;een. The strange thing of all about the opium trade is

ihat it is in flat contradiction to all our other proceedings,

50 that there is hardly a foreigner who, if we challenged

lim about our national faithfulness and uprightness,

vould not reply : well this is acknowledged by all in

general, but what do you say to the opium trade, and the

mmeasureable curse you are bringing upon China by it ?

The great facts then of this matter are these :

—

1.

—The revenue has increased during the last ten years

by 9 million ten rupees.

2.

—The expenditure has increased in the same time

millions, or leaving a clear increase of millions.

B.—That the increase of receipts from Public Works has

been 8^ millions.

L—That that of the expenditure has been the same

—

8^ millions.

3.

—That the loss on Public Works is now 1^ millions, as

at the begining of the ten years.

5.—That the increase of loss by exchange has been 3f

millions a year, so that but for this, there would

have been an increase of revenue above that of ex-

7

penditure of no less than 10| millions per annum;

and it is certain that this increase of loss by exchange

cannot possibly continue, but will almost certainly

diminish.

7.

—That the nominal debt is only 38 millions, not two-

thirds of one year’s revenue, and this is far more than

covered by Government property.

8.

—That the expenditure includes a large amount of

capital invested in permanent Public Works, probably

6 millions, which is most unjustly taken from the

present population.

9.

—That the country has now fully declared its decision

that the opium shall be abolished.

There is every possible appearance that this most

prosperous progress of the finances will continue, in

which case, allowing for some diminution of loss by

exchange, which seems certain, there will be an increase

of surplus as follows :

—

Increase of revenue as in last ten years ... 9 millions.

Deduct increase of expenditure ... ... 2^ „

No increase of loss on exchange

m
Or at an average of 5 millions per annum, 50 millions

in ten years.

Add a Public Work’s Loan of 5 millions per annum,

50 millions, and there will be 100 millions available to

provide against the loss of the opium revenue, and to

carry on improvements. The net opium revenue was, in

1891, 5| millions, and had fallen 2| in ten years, so if it

continued to fall it would be 3 millions in 1901, giving 42

millions in the ten years. This includes besides, in the



first expenditure, several millions spent in remunerative

Public Works, which had nothing to do with real current

expenditure. It also allows only for no increase in loss by
exchange, whereas the facts of last year shew that there

may be a diminished loss of millions a year. An increase

of one penny in the exchange value of the rupee, would

diminish this loss by If millions, and last year the value

increased by fourpence in the rupee in a few months.

I may add that when I speak of 5 or 6 millions a

year for Public Works, besides the investments on

railways as of late, my own decision is that the time is

now fully come for a vastly greater expenditure on

national improvements in India than has yet been pro-

posed, and that there is literally an unbounded field for

such works there which would yield extraordinary

returns, direct and indirect, and that what India now
principally wants is an engineer who is also a statesman,

and who could plan a system of works that would cost

500 millions.

For instance there is an opening for a first rate city

and port, far superior in every respect to any one of the

present three great cities, a project which could be at

once commenced upon without any immediate great

expenditure or risk. And this is only one of several vast

works, with prospects of results probably far superior to

any other that could be proposed in the world.

It must also never be lost sight of, that we have to

provide for an increase of population of more than 3

millions a year.

R. J. Clark, Printer, 16, High Street, Dorking.






